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Instructions for Performing the Practice Evaluation Process

Objective
It is highly recommended that CPA financial planners perform an annual inspection of their
financial planning practice. This annual inspection is called the practice evaluation process.
The process covers a review of the general practice and specific engagements. The purpose
of this process is to determine whether the CPA financial planner is adhering to AICPA pro
fessional standards and recommendations contained in practice guides. The practice evalua
tion may result in findings that may lead to corrective actions that will improve procedures
or provide a new planning strategy for a client. These implemented corrective actions will
enhance the quality of the CPA financial planner’s practice.
At the Personal Financial Planning (PFP) Executive Committee’s request, the PFP Specializa
tion Task Force has developed this practice aid to provide guidance for CPA financial plan
ners in evaluating their personal financial planning practice and engagements.

This aid is also a useful tool for those CPA Accredited Personal Financial Specialists (APFS)
completing the Internal Practice Review Questionnaire (IPRQ) for reaccreditation. Several
questions in the questionnaire are predicated on this practice aid. Therefore, reading this
practice aid in conjunction with completing the IPRQ will provide further understanding of
the formal practice review. Also, CPA financial planners with the APFS designation may
be selected by the APFS Subcommittee to submit documentation supporting their answers
in their IPRQ. Completed checklists in this practice aid can be used as documentation in
satisfying the subcommittee’s request.

Timing of Practice Evaluation
CPA financial planners should select a time period to conduct their practice evaluation that
will enable them to evaluate their findings and to implement any corrective actions deemed
necessary. During a slow period prior to the busy season seems to be the best time to con
duct one. This will allow CPA financial planners sufficient time to evaluate the quality of
their practice and implement any necessary corrective actions such as a change in procedures
or implementation of a new planning strategy for a particular client.
CPA financial planners with the Accredited Personal Financial Specialist (APFS) designa
tion should carefully select their practice evaluation period. The first evaluation may begin
when the designation is granted. The time period for the evaluation may be a short period
in the first year (i.e., begin with the date you are granted the specialty designation, January,
and end with September or October, a few months prior to the accredited specialty renewal
date of December 31). Future evaluation periods should begin when the last evaluation period
ended, say September or October. You may select an evaluation period which corresponds
to your state license renewal period as long as it is not more than three months prior to the
accredited specialty reaccreditation period.
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The Practice Evaluation Process
The practice evaluation process covers a review of the general PFP practice (Section A) and
a review of specific PFP engagements (Section B). The PFP Specialization Task Force of the
PFP Executive Committee has developed a checklist to assist CPA financial planners in con
ducting their practice evaluation.
Section A — PFP Practice Evaluation — General

This section concentrates on the adherence to general professional standards as they relate
to personal financial planning activities and covers the established procedures that apply
to all PFP services performed in a CPA financial planner’s practice. Questions in this sec
tion relate to the minimum levels of acceptable behavior for AICPA members who practice
public accounting. The general practice evaluation covers ethics, reporting standards,
regulatory compliance, client communication and disclosure, and practice procedures
(Conduct of Engagement: Documentation and Planning, PFP Resources, Data Collection,
Personal Financial Profile and Goals, Data Analysis, Recommendation Development, Com
munication to Client, Plan Implementation, and Plan Update).
This section of the evaluation process considers certain reporting standards, the Statements
on Standards for Management Advisory Services, and the Statements on Responsibilities in
Tax Practice as they relate to PFP as well as the AICPA’s Guide for Prospective Financial
Statements and Personal Financial Statement Guide. This section also addresses compliance
with the AICPA Code of Professional Conduct and legislation and regulations.
After completing this section, CPA financial planners may have findings that may cause them
to believe that corrective action should be taken to improve procedures or implement new
ones to insure that quality financial planning services are provided. These conclusions and
corrective actions taken should be summarized in the Conclusion and Explanation of
Corrective Actions Section of this Practice Aid (Section C).

Section B — PFP Practice Evaluation — Specific Engagements

To complete this section, it is necessary for CPA financial planners to select for review a sample
of PFP engagements. In selecting the sample, they should select engagements that repre
sent a cross section of their personal financial planning activities. The sample should include
comprehensive, segmented or consultation engagements, if available. If CPA financial plan
ners only perform consultation or segmented planning, then they should select a series of
engagements that cover the specific areas of the PFP process including financial statement
analysis, cash flow planning, investment planning, education or retirement funding, risk
management, income tax planning, and estate planning. A checklist should be prepared for
each engagement reviewed. It is important that CPA financial planners document the evalua
tion process.
The objective of the review of specific engagements is to evaluate whether CPA financial
planners are complying with standards and recommended practice procedures. The review,
therefore, should include an examination of the report or written client communication, client
goals and objectives and planning assumptions, data gathering procedures, data analysis work
ing papers, identification of financial problems, communication of planning strategies, and
implementation and monitoring of plan strategies.
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For each engagement reviewed, CPA financial planners should evaluate whether anything
came to their attention that caused them to believe that corrective action should be taken
to improve procedures or implement a new procedure or planning strategy for a specific client.
These conclusions and corrective actions taken should be documented in the Conclusion and
Explanation of Corrective Actions section of this Practice Aid (Section C). These corrective
actions taken reflect a CPA financial planner’s desire to provide quality services to his/her
clients.

Section C — Conclusion and Explanation of Corrective Actions

Conclusions based on the practice evaluation should be documented in this section by
providing a detailed description of the situations which led the CPA financial planner to
believe that corrective actions should be taken. These corrective actions may involve
improving procedures or developing a new planning strategy for a client based on the review
of a specific engagement.
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Section A — PFP Practice Evaluation — General
Yes

No

A. Ethics

1. Do you hold out as a CPA in the performance of PFP services for
clients?

□

2. Are you performing any engagement that may be considered to
be impairing your independence? (Rule 101)
3. Do you intend to hold yourself out as a CPA who provides
financial planning services?
4. Are you maintaining your integrity and objectivity when
rendering professional services? (Rule 102)

5. In connection with your PFP engagements:
a. Do you undertake only those engagements that can be
performed with professional competence? (Rule 201A)
b. Do you exercise due professional care when performing a PFP
engagement? (Rule 201B)

c.

Do you plan and supervise your PFP engagements? (Rule
201C)

d. Do you obtain sufficient relevant data during an engagement
to form a reasonable basis for the recommendations included
in the PFP? (Rule 201D)
6. Do you comply with standards promulgated by Council when
providing professional services? (Rule 202)

7. Do you always obtain the client’s consent before disclosing
confidential client information obtained during a PFP engage
ment? (Rule 301)

8. Do you accept fees contingent on the results of the service pro
vided? (Rule 302)
9. Do you retain original records after demand has been made from
the client? (Rule 501)
10.

Have you ever permitted or directed another to make false or
misleading entries in financial statements or other records? (Rule
501)
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□

Section A (continued)
Yes

No

11. Do you seek to obtain clients by advertising or other forms of
solicitation in a manner that is false, misleading, or deceptive?
(Rule 502)

□

□

12. Do you ever accept fees, payments, or other reimbursement from
outside vendors who have obtained clients from you? (Interpreta
tion Under Rule 502-5)

□

□

13. Do you receive payments or commissions from the vendors of
investment or insurance products that you recommend to clients?
(Rule 503)

□

□

14. Do you accept payments for referring to a client the products or
services of others? (Rule 503)

□

□

15. Is your public accounting firm operated as a proprietorship, a
partnership, or a professional corporation? (Rule 505)

□

□

B. Reporting Standards
1. In a written plan that includes personal financial statements that
will be used by third parties, do you present those statements
reflecting assets at estimated current values and liabilities at their
estimated current amounts? (Statement of Position 82-1 entitled,
“Accounting and Financial Reporting for Personal Financial
Statements”)

2. In a written plan that includes personal financial statements that
will be used by third parties, does your written report indicate
that you performed a compilation or a review of those financial
statements? (Statement on Standards for Accounting and Review
Services 1 (ARS Section 100), as amended, entitled, “Compila
tion and Review of Financial Statements”)
3. In a written plan that includes financial statements that will be
used only to develop the plan and not to obtain credit or for any
other purpose, does your report conform to the form of written
report required by the Standards for Accounting and Review Ser
vices 6, entitled, “Reporting on Personal Financial Statements
Included in Written Financial Plans (ARS Section 600)”?
4. In a written plan that includes prospective financial information,
do you disclose the major assumptions, the character of the work
performed, and the degree of responsibility assumed? (Guide for
Prospective Statements)
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□

□

Section A (continued)
Yes

No

1. Are you in compliance with AICPA “Statements on Respon
sibilities in Tax Practice, Advice to Clients’’ which discusses
certain aspects of providing tax advice to clients? (TX Section 101)

□

□

2. In written plans that include income and estate tax advice, do
you use a precautionary statement in your transmittal letter
indicating that the advice is based on information received from
the client and tax laws and regulations that are subject to change?

□

□

5. In a written plan that includes prospective financial information
for internal use only, do you indicate that the prospective finan
cial information is based on assumptions for future events and
the actual results may not occur as expected and that the infor
mation should be used only to assist the client and the client’s
advisers develop the financial plan and should not be shown to
a third party for any other purpose? (Guide for Prospective Finan
cial Statements)
6. In a written plan that includes prospective financial information
considered to be a partial presentation, do you always include
a statement indicating a general description of the purpose of the
prospective financial information and the limitations on its
usefulness? (Guide for Prospective Financial Statements)

C. Regulatory Compliance

1. Have you reviewed your practice to determine whether you are
required to register with the SEC?

2. Are you in compliance with the investment adviser laws and
registration and regulatory requirements in the states where you
practice?

D. Client Communication and Disclosure

3. Are you in compliance with the Statement on Standards for
Management Advisory Services No. 1, Definitions and Standards
for MAS Practice, which requires communication to client, orally
or in writing, of significant information pertinent to the results
of the engagement, with any limitations, qualifications, or reser
vations that the client should consider before making decisions
based on the recommendations? (MAS Section 11)
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□

□

Section A (continued)
Yes
E. Practice Procedures

1. Conduct of the Engagement
a. Documentation and Planning

(1)

Do you use a standardized questionnaire for screening
prospective clients?

(2)

Do you review the work of your support staff?

(3)

Do you use standardized forms, checklists, working
papers, or questionnaires?

(4)

Do you have established planning procedures for your
PFP engagements?

□

(5)

Do you appropriately evaluate clients’ needs for con
sultative, segmented, or comprehensive services?

(6)

Do you document the results of client interviews?

□
□

(7)

Do you generally use an engagement letter to document
your engagement understanding with the client?

b. PFP Resources
(1)

c.

What are the most often used PFP resources?
(Periodicals, Manuals, etc.)

Data Collection
(1)

In your practice, do you have an established data
gathering process?

(2)

Do you have a process that you follow to identify clients’
goals and objectives, investment risk tolerance, and
other personal financial issues?
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□
□

No

Section A (continued)
No

Yes
(3)

Do you have an established procedure for reviewing
client files, collecting, copying, and indexing client
documents?

□

d. Personal Financial Profile and Goals

(1)

(2)

Do you summarize relevant financial information in a
client financial profile?

Do you review with the client the personal financial pro
file and goals and objectives to verify accuracy?

e. Data Analysis

f.

(1)

When doing a PFP engagement concerning investments
do your procedures take investment risk tolerances into
consideration?

(2)

Do you inquire about the client’s goals for future net
worth?

(3)

Do you analyze the client’s net worth?

(4)

Do you analyze the client’s income and spending pat
terns?

(5)

Do you summarize significant factors and assumptions
for the projected financial position?

(6)

Do you generally include prospective information in a
written plan?

Recommendation Development
(1)

After you consider the results of your financial analysis
and develop your recommendations, do you then discuss
them with the client before finalizing them?

(2)

Do you document how you arrived at your recommen
dations?

(3)

Do you prepare a written summary of your
recommendations?
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□

□

□

□

Section A (continued)

(4)

When you use the work of specialists, such as in
insurance, estate planning, and investments, do you
coordinate their work into the overall plan and review
the appropriateness of their recommendations?

Yes

No

□

□

g. Communication to Client
(1)

If the scope of your engagement does not include plan
implementation, do you communicate this limitation to
your client in writing?

(2)

Do you document the results of a consultation with the
client?

(3)

Do you have established procedures for providing
written communication to the client to facilitate im
plementation by the client?

(4)

Do you prepare a report or written communication which
includes:
(a) scope of services provided?
(b) appropriate disclaimers?
(c) a summary of the goals and assump
tions used to develop the plan?

(d) a summary of your recommendations?
(5)

Do you communicate in writing to the client the
importance of periodic plan review and update?

h. Plan Implementation

i.

(1)

Do you have an established process for assisting your
client to implement the plan?

(2)

Do your procedures result in the client making the final
decisions before action is taken?

(3)

Do you have established procedures for determining
whether the client implemented the recommendations?

Plan Update

(1)

Do you have an established process for updating and
reviewing the client’s financial plan?
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□

Section B — PFP Practice Evaluation — Specific Engagements
Yes
A. Planning

1. Did you have an engagement letter?

2. Did you meet with the client to verify correctness of the personal
financial profile and goals and objectives before analyzing the
data?
B. Financial Statement Analysis

1. Did you prepare or analyze the client’s financial statements?

2. Did you inquire about the client’s goals for future net worth?
3. Did you summarize relevant factors and assumptions for the pro
jected financial position?
4. Did you prepare projections of future net worth?
C. Cash Flow Planning

1. Did you compute the client’s cash flow available for investment
and savings?

2. Did you include projected cash flow in the written financial plan?
D. Investment Planning

1. Did you assist in developing an asset allocation model?

2. Based on consideration of client risk tolerances and other
parameters for investment selection, did you review their cur
rent investments to determine whether they are suitable?

E. Education or Retirement Funding
1. Did you identify the client’s funding goals and pertinent assump
tions to project funding needed?

2. Did you analyze whether their projected resources expected to
be available will meet those needs?
3. Did you develop strategies to address those needs?
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□

No

Section B (continued)
Yes
F. Risk Management

1. Did you analyze existing insurance coverages?

2. When working with a client’s insurance and protection needs,
did you identify significant risks and their amounts in connec
tion with the following: property, casualty and liability, and life,
health and disability?
3. Did you review appropriate areas based on the client’s needs, for
example, did you consider alternative methods for managing the
risk and determining the need for insurance coverages?
G. Income Tax Planning

1. Did you review prior years’ tax returns?

2. Did you project future years’ income taxes?
3. Did you identify current tax saving strategies currently in use and
determine whether additional tax strategies can be used?
H. Estate Planning

1. Did you identify the client’s estate distribution goals?

2. Did you review the client’s current will and any related trust
agreements in view of current law and the client’s estate distribu
tion goals?
3. If client had no will, did you recommend that the client meet with
an attorney or did you and the client meet with an attorney to
ensure that the will and trust agreement is properly written and
processed in accordance with the requirements of the law?

4. Did you compute Federal and State estate taxes for both spouses?
5. Did you identify estate tax saving strategies currently in use?

6. Did you identify new or additional estate planning strategies that
can be used?
7. Did you evaluate the client’s estate liquidity requirements?
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□

No

Section B (continued)
Yes
I.

Written Communication

1. Did you prepare a transmittal letter?
2. Did your report or written communication include:
a.

a description of the services provided?

b.

appropriate disclaimers?

c.

a summary of the goals and assumptions used to develop the
plan?

d.

a summary of your recommendations?

J. Recommendations

1. Do your files contain workpapers to support your recommenda
tions?

2. Did you prepare a written summary of your recommendations?
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No

Section C — Conclusion and Explanation of Corrective Actions
Yes

No

Review Conclusions:

1.

2.

Did the review disclose any significant situation that led you to
conclude that you should consider taking any further action with
the client to develop a new planning strategy or obtain additional
information to support your recommendations?

□

Did the review lead you to conclude that you should improve your
procedures for providing PFP services to clients?

If any of the above answers are yes, describe such situations, including actions you took or plan to
take below.
Findings and Recommendations:

Describe any findings and recommendations for improvement below.

Findings

Recommendations
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Corrective Action
Taken or Planned

Any questions regarding this practice aid or the
APFS Designation Program may be addressed to
the following:

Personal Financial Planning Division
American Institute of Certified
Public Accountants
1211 Avenue of the Americas
New York, NY 10036-8775
(212) 575-3644

017120

